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The Argentine trade deficit for the first eight months of 1994 surpassed the entire 1993 annual
deficit, according to a new report issued in early October by Argentina's official statistics agency
(Instituto Nacional de Estadistica y Censos, INDEC). The report stated that the accumulated trade
deficit from January to August of this year stood at US$3.8 billion, while the deficit for all 12 months
of 1993 was only US$3.7 billion.
For its part, the International Monetary Fund (IMF) estimated that the deficit could reach US
$6 billion by the end of 1994 if the current trend continues through the last quarter of the year.
According to INDEC figures, the country registered a sharp increase in its trade deficit with all three
of the trading blocs that are its principal trading partners: the Southern Cone Common Market
(Mercosur) countries, which include Brazil, Uruguay, and Paraguay; the three members of the North
American Free Trade Agreement (NAFTA), which include Mexico, the US, and Canada; and the 16member European Union (EU). Between January and July, Argentina exported US$2.2 billion worth
of goods to its Mercosur trading partners, while importing US$2.8 billion from those countries. That
left a trade deficit of over US$600 million, compared with US$225 million for the same period in
1993.
Similarly, the deficit with the NAFTA countries was US$1.86 billion, compared with US$1.29 billion
for the same period last year. And the deficit with the EU countries was US$879 million, nearly
twice last year's figure. President Carlos Menem's administration has attributed the trade deficit to
an influx in capital goods and equipment for the modernization of the country's industrial sector,
and has argued that the deficit should therefore be offset by a future increase in industrial output.
Imports listed under the category of capital goods did, in fact, register a 60% increase in the first
semester of 1994 compared with the first semester of 1993. Similarly, the import of goods listed as
parts and accessories for capital goods increased by 29%.
Economic consultants and industrialists have disputed the government's interpretation of what
comprises capital goods, and they criticize the government for trying to minimize the importance
of the trade deficit. They argue that routine maintenance and office equipment such as ceiling
fans, company vehicles, and word processors, as well as consumer goods such as stoves, have
been included by the government's statistics agency as capital goods even though these items are
not intended to increase industrial productivity. In fact, the Argentine Industrial Union (Union
Industrial Argentina, UIA) estimates that only 25% of all those imports which the government has
reported under the category of capital goods are actually bona fide capital goods.
UIA spokesman Roberto Aleman, a former economy minister, called on the government to redirect
resources from internal consumption towards production, and particularly production for export,
thereby reducing overall demand, including the demand for imported goods. Argentina's trade
deficit has continued to grow despite a variety of government programs to stimulate exports. These
programs include an increase in the export of leather and leather products and an aggressive
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campaign to open new markets for Argentine exports in Asia. In a mid-September press conference,
Economy Minister Domingo Cavallo announced that the government is currently drafting a broad
plan to expand exports and that the program would be implemented between 1995-1999.
The negative trend in the trade deficit, which began in 1992, is seen as the Achilles' heel in the
otherwise positive performance of the Argentine economy, which includes one of the lowest
inflation rates in Latin America, a balanced budget, successful debt management, and a robust
growth rate. Despite industrial reactivation, Argentina remains highly dependent on the export
of primary goods. For instance, cereals, beef, and petroleum and petroleum derivatives are still
Argentina's chief foreign exchange earners. Nevertheless, according to the INDEC report, industrial
exports did increase by 27% in the first eight months of this year, compared with a 21% increase in
petroleum goods, 10% in agricultural goods, and 7% in other raw material exports.
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